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From an Attest Client  PROPOSED DELETION OF ETHICS RULING NO. 1 UNDER RULE 101: Acceptance of a 
Gift PROPOSED REVISION TO INTERPRETATION 501-1 UNDER RULE 501: Requests for Records or Other 
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June 17, 2005 
 
 
 
Prepared by the AICPA Professional Ethics Executive Committee for comments 
from persons interested in independence, behavioral, and technical standards 
matters. 
 
Comments should be received by August 16, 2005, and addressed to 
Lisa A. Snyder, Director, Professional Ethics Division,  
AICPA, Harborside Financial Center, 201 Plaza Three,  
Jersey City, NJ 07311-3881 or via the Internet at lsnyder@aicpa.org. 
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June 17, 2005 
 
This exposure draft contains a number of important proposals for review and comment by the 
AICPA’s membership and other interested parties regarding pronouncements for possible 
adoption by the Professional Ethics Executive Committee. The text and an explanation of each 
proposed pronouncement are included in this exposure draft.  
 
After the exposure period is concluded and the committee has evaluated the comments, the 
committee may decide to publish one or more of the proposed pronouncements. 
 
Your comments are an important part of the standard-setting process. Please take this 
opportunity to comment. Responses must be received at the AICPA by August 16, 2005. All 
written replies to this exposure draft will become part of the public record of the AICPA and will 
be available for inspection at the office of the AICPA after September 16, 2005, for a period of 
one year. 
 
All comments received will be considered by the committee at an open meeting, which is 
scheduled for October 26 and 27, 2005, to be held in Rancho Mirage, California. 
Please send comments to Lisa A. Snyder, Director, AICPA Professional Ethics Division, 
Harborside Financial Center, 201 Plaza Three, Jersey City, NJ 07311-3881 or 
lsnyder@aicpa.org. Comments submitted via electronic mail are encouraged and would be 
appreciated. 
 
Sincerely, 
 
 
Bruce P. Webb 
Chair 
AICPA Professional Ethics 
 Executive Committee 
Lisa A. Snyder  
Director 
AICPA Professional Ethics Division 
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INTRODUCTION AND BACKGROUND 
 
The AICPA Professional Ethics Executive Committee (PEEC) periodically reviews and updates 
the provisions of the AICPA Code of Professional Conduct (Code) to ensure that its guidance 
continues to be relevant and appropriate. The PEEC is proposing two new ethics rulings under 
Rules 101 and 102 that would provide guidance on how a member’s offer or acceptance of gifts 
or entertainment, to or from a client, or a customer or vendor of the member’s employer, affects 
a member’s independence or objectivity. The proposed ethics rulings will incorporate the 
substance of the existing guidance contained in Ethics Ruling No. 1, “Acceptance of a Gift,” of 
ET section 191, Ethics Rulings on Independence, Integrity, and Objectivity (AICPA, 
Professional Standards, vol. 2, ET sec. 191.001-.002), which the PEEC is proposing deleting. In 
addition, the PEEC is proposing revisions to ethics Interpretation No. 501-1, “Retention of Client 
Records,” under Rule 501, Acts Discreditable (AICPA, Professional Standards, vol. 2, ET sec. 
501.02), and Ethics Ruling No. 189, “Requests for Client Records and Other Information,” of ET 
section 591, Ethics Rulings on Other Responsibilities and Practices (AICPA, Professional 
Standards, vol. 2, ET sec. 591.377-.378). Both are discussed beginning on page 12 of this 
exposure draft. 
 
Client Gifts and Hospitality 
 
While existing guidance (Ethics Ruling No. 1) indicates that a covered member’s acceptance of a 
gift will impair his or her independence if that gift is more than token, it does not address the 
impact on a covered member’s independence when he or she accepts entertainment from the 
client, or offers gifts or entertainment to the client. In addition, the Code does not address the 
effect on a member’s objectivity when he or she accepts or offers gifts or entertainment to or 
from a nonattest client (that is, a client for which the member does not provide any services 
requiring independence), or when a member, including a member in business or industry, accepts 
or offers gifts or entertainment to or from his or her employer’s customers and vendors.  
 
The PEEC deliberated these issues at a number of meetings throughout 2004 and early 2005 and, 
at its May 2005 meeting, voted to expose for public comment proposed Ethics Ruling No. 113, 
“Acceptance or Offering of Gifts or Entertainment,” of ET section 191, Ethics Rulings on 
Independence, Integrity, and Objectivity (AICPA, Professional Standards, vol. 2, ET sec. 
191.226-.227), and proposed Ethics Ruling No. 114, “Acceptance or Offering of Gifts and 
Entertainment to or From an Attest Client,” of ET section 191, Ethics Rulings on Independence, 
Integrity, and Objectivity (AICPA, Professional Standards, vol. 2, ET sec. 191.228-.229).  
 
Proposed Ethics Ruling No. 113 would be applicable to members in public practice with respect 
to all professional services provided to all clients and to all members, whether or not in public 
practice (that is, members in business and industry, education, government, or public accounting) 
with respect to the customers and vendors of their employers.  
 
Proposed Ethics Ruling No. 114 would be applicable to members in public practice who are 
“covered members” with respect to an attest client of the member’s firm.  
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PROPOSED ETHICS RULING NO. 113 UNDER RULE 102 
 
[Explanation] 
 
The Professional Ethics Executive Committee (PEEC) is proposing a new ethics ruling under 
Rule 102, Integrity and Objectivity (AICPA, Professional Standards, vol. 2, ET sec. 102.01), 
that provides that objectivity would not be considered to be impaired if a member offers or 
accepts gifts or entertainment to or from a client (including certain individuals associated with a 
client) or a customer or vendor of the member’s employer (including representatives of the 
customer or vendor), provided the gift or entertainment is “reasonable in the circumstances.” In 
addition, the proposal makes it clear that permitted gifts or entertainment should not violate a 
member, client, customer, or vendor’s own policies governing gifts and entertainment, or 
applicable laws and regulation.  
 
The proposed ethics ruling would be applicable to members in public practice with respect to all 
professional services provided to all clients and to all members, whether or not in public practice 
(that is, members in business, industry, education, government, or public accounting) with 
respect to the customers and vendors of their employer.  
 
The PEEC believes that the threshold of “reasonable in the circumstances” is an appropriate 
measure with respect to whether objectivity may be impaired when a member accepts or offers 
gifts or entertainment. Specifically, the PEEC agreed that it is appropriate to consider whether 
such a gift or entertainment is “reasonable in the circumstances” when the gift or entertainment 
involves a member’s nonattest client or a customer or vendor of the member’s employer, as 
opposed to the lower threshold of “clearly insignificant,” which it deemed appropriate for the 
acceptance of gifts by a covered member from an attest client (see explanation section under 
proposed Ethics Ruling No. 114, “Acceptance or Offering of Gifts and Entertainment to or From 
an Attest Client,” of ET section 191, Ethics Rulings on Independence, Integrity, and Objectivity 
(AICPA, Professional Standards, vol. 2, ET sec. 191.228-.229). 
 
In determining whether a gift or entertainment is “reasonable in the circumstances,” the PEEC 
has set forth specific nonexclusive criteria that a member should consider when making that 
evaluation. It should be noted that these criteria are both quantitative and qualitative in nature, 
and should be given appropriate consideration based on the particular facts, circumstances, and 
attributes of each situation.  
 
The PEEC also concluded that it would be appropriate to place the same restrictions on the offer 
or acceptance of gifts or entertainment to or from an individual in a key position with a client or 
an individual owning 10 percent or more of the client’s outstanding equity securities or other 
ownership interests, as well as representatives of the customer or vendor of the member’s 
employer, because of the significant relationship those individuals have with the client, 
customer, or vendor.  
 
The proposed ethics ruling also contains a reference to proposed Ethics Ruling No. 114 for 
guidance applicable to a covered member’s offer or acceptance of gifts or entertainment to or 
from an attest client.  
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PROPOSED ETHICS RULING NO. 113 UNDER RULE 102 
 
[Text of Proposed Ethics Ruling No. 113] 
 
 
Acceptance or Offering of Gifts or Entertainment 
 
.226 Question—Would objectivity be considered to be impaired if a member offers or accepts 
gifts or entertainment to or from a client (or an individual in a key position with a client or an 
individual owning 10 percent or more of the client’s outstanding equity securities or other 
ownership interests), or a customer or vendor of the member’s employer (or a representative of 
the customer or vendor)? 
  
.227 Answer—Objectivity would not be considered to be impaired provided the gift or 
entertainment is reasonable in the circumstances. In addition, the member should not offer or 
accept gifts or entertainment in violation of the member, client, customer, or vendor’s policies or 
applicable laws and regulation.  
The member should exercise judgment in determining whether gifts or entertainment would be 
considered reasonable in the circumstances. Relevant facts and circumstances would include, but 
are not limited to: 
  
• The nature of the gift or entertainment 
• The occasion giving rise to the gift or entertainment 
• The cost or value of the gift or entertainment 
• The nature, frequency, and value of other gifts and entertainment offered or accepted 
• Whether the entertainment was associated with the active conduct of business either 
directly before, during, or after the entertainment 
• Whether other clients, customers, or vendors also participated in the entertainment 
• The individuals from the client, customer, or vendor and the member’s firm or employer 
who participated in the entertainment 
 
See Ethics Ruling No. 114, “Acceptance or Offering of Gifts and Entertainment to or From an 
Attest Client,” of ET section 191, Ethics Rulings on Independence, Integrity, and Objectivity 
(AICPA, Professional Standards, vol. 2, ET sec. 191.228-.229), for guidance applicable to the 
offer or acceptance of gifts or entertainment to or from an attest client. 
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PROPOSED ETHICS RULING NO. 114 UNDER RULE 101 
 
[Explanation] 
 
The Professional Ethics Executive Committee (PEEC) is proposing a new ethics ruling under 
Rule 101, Independence (AICPA, Professional Standards, vol. 2, ET sec. 101.01), that provides 
guidance when a covered member offers or accepts gifts or entertainment to or from an attest 
client of the member’s firm, or certain individuals associated with the attest client. The proposed 
ethics ruling will incorporate the substance of Ethics Ruling No. 1, “Acceptance of a Gift,” of ET 
section 191, Ethics Rulings on Independence, Integrity, and Objectivity (AICPA, Professional 
Standards, vol. 2, ET sec. 191.001-.002), which the PEEC is proposing deleting. 
 
The PEEC proposes that independence would be considered impaired if a covered member 
accepts a gift from an attest client unless the gift is “clearly insignificant.” The PEEC believes 
that the value threshold of “clearly insignificant” is appropriate and consistent with the current 
threshold of “token.” The PEEC noted that the “clearly insignificant” threshold is used by the 
International Federation of Accountants (IFAC) in its Code of Ethics for Professional 
Accountants (the IFAC Code) and believes that the term clearly insignificant conveys a better 
understanding of what would be acceptable than the term token. The IFAC Code provides that “a 
matter should be considered clearly insignificant only if it is deemed to be both trivial and 
inconsequential.”  
 
A covered member might also offer a gift to an attest client. The PEEC concluded that the 
offering of a gift to an attest client does not pose the same threat to a member’s independence as 
the acceptance of a gift because the offer of a gift would not result in a member being beholden 
to the client and thus the potential for the gift to compromise his or her professional judgment 
would not exist. However, the PEEC recognized that the offer of a gift to an attest client could 
suggest that the covered member is too close to the client and, if the gift were over and above 
what would be considered reasonable in the circumstances, could result in a perception that the 
covered member is not independent. Accordingly, the PEEC concluded that as long as the gift 
offered was “reasonable in the circumstances,” independence would not be considered impaired.  
 
In considering the impact on independence when a covered member offers or accepts 
entertainment to or from a client, the PEEC concluded that entertainment is substantially 
different from a gift because entertainment typically involves “joint participation” by the client 
and the member in an activity. For example, attending a sports event with the client as the 
client’s guest would be considered “entertainment,” whereas tickets to a sports event received 
from a client where the client will not attend the event would be considered a “gift.” The PEEC 
generally believed that participating in such a joint activity with the client could enhance the 
member-client relationship because it may provide an opportunity to conduct business before, 
during, or after the entertainment. Accordingly, the PEEC concluded that a covered member 
should be able to offer or accept entertainment to or from an attest client provided the 
entertainment is “reasonable in the circumstances.” In cases where the entertainment is not 
reasonable in the circumstances, the PEEC believes that independence, particularly the 
appearance of independence, would be impaired.  
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The proposed ethics ruling would refer members to proposed Ethics Ruling No. 113, 
“Acceptance or Offering of Gifts or Entertainment,” of ET section 191, Ethics Rulings on 
Independence, Integrity, and Objectivity (AICPA, Professional Standards, vol. 2, ET sec. 
191.226-.227), for criteria to consider in determining whether the gift or entertainment would be 
considered reasonable in the circumstances. 
 
The PEEC also concluded that the offer or acceptance of gifts or entertainment to or from 
individual(s) in a key position with a client or individual(s) owning 10 percent or more of the 
client’s outstanding equity securities or other ownership interests should be covered by this 
ruling because those individuals have a significant relationship with the client.  
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PROPOSED ETHICS RULING NO. 114 UNDER RULE 101 
 
[Text of Proposed Ethics Ruling No. 114] 
 
 
Acceptance or Offering of Gifts and Entertainment to or From an Attest Client 
  
.228 Question—Would independence be considered to be impaired if a member offers or accepts 
gifts or entertainment to or from an attest client, an individual in a key position with an attest 
client, or an individual owning 10 percent or more of the attest client’s outstanding equity 
securities or other ownership interests (collectively, an attest client)? 
  
.229 Answer—Independence would be considered to be impaired if a covered member accepts a 
gift from an attest client, unless the value is clearly insignificant. Independence would not be 
considered to be impaired if a covered member accepts entertainment from an attest client, 
provided the entertainment is reasonable in the circumstances.  
Independence would not be considered to be impaired if a covered member offers gifts or 
entertainment to an attest client, provided the gift or entertainment is reasonable in the 
circumstances.  
 
See Ethics Ruling No. 113, “Acceptance or Offering of Gifts or Entertainment,” of ET section 
191, Ethics Rulings on Independence, Integrity, and Objectivity (AICPA, Professional 
Standards, vol. 2, ET sec. 191.226-.227), for criteria a member should consider in determining 
whether the gifts or entertainment would be considered reasonable in the circumstances. 
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PROPOSED DELETION OF ETHICS RULING NO. 1 UNDER RULE 101 
 
[Explanation] 
 
The Professional Ethics Executive Committee is proposing a deletion of Ethics Ruling No. 1, 
“Acceptance of a Gift,” of ET section 191, Ethics Rulings on Independence, Integrity, and 
Objectivity (AICPA, Professional Standards, vol. 2, ET sec. 191.001-.002), because the 
substance of this ethics ruling has been incorporated into the proposed revised Ethics Ruling No. 
114, “Acceptance or Offering of Gifts and Entertainment to or from an Attest Client” (see page 
10 of this exposure draft). 
 
[Text of Proposed Deletion of Ethics Ruling No.1] 
 
 
1. Acceptance of a Gift  
 
.001 Question—Would independence be considered to be impaired if a member accepts a gift or 
other unusual consideration from a client? 
 
.002 Answer—Independence would be considered to be impaired if a covered member accepts 
more than a token gift from a client, even with the knowledge of the member's firm. 
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PROPOSED INTERPRETATION 501-1 UNDER RULE 501 
 
[Explanation] 
 
The Professional Ethics Executive Committee is proposing a revision of ethics Interpretation 
501-1, “Retention of Client Records,” under Rule 501, Acts Discreditable (AICPA, Professional 
Standards, vol. 2, ET sec. 501.02.).  
 
The committee undertook this project for three reasons: 
 
1. To clarify which specific documents can be withheld when a client requests them. 
2. To clarify when outstanding fees are an appropriate reason for withholding requested 
documents from a client. 
3. To clarify a member’s responsibility when there are fees due from the client for other 
engagements or from other entities related to the client.  
 
Defined Terms 
The committee’s first step was to separate into four categories the records and other documents 
clients may request: original client records, member’s workproducts, supporting documents, and 
member’s workpapers. For further clarification, the committee defined each and provided 
examples.  
 
Outstanding Fees 
Next, the committee addressed when outstanding fees are an appropriate reason for withholding 
requested documents from a client. The committee concluded that, in most circumstances, the 
nonpayment of fees is not a valid reason to withhold information necessary for a client’s (or 
former client’s) operations and that payment of fees is best handled through written agreements. 
Accordingly, the committee concluded that no change was necessary to its position on original 
client records or member’s workpapers. The committee reaffirmed that original client records 
should be returned to the client upon request, regardless of whether there are outstanding fees. 
On the other hand, the committee concluded that, except where required by law, regulation, or 
written agreement, a member is under no obligation to provide copies of his or her workpapers to 
a client.  
 
The committee believes that the remaining records and other documents that a client may request 
are either the member’s workproducts or supporting documents. The committee concluded that 
absent a written agreement to the contrary, members may withhold: 
• Their workproduct or related supporting documents if the engagement is not complete. 
• Their workproduct if it is complete but not issued and the fee for the workproduct has not 
been paid. 
• A completed but unissued workproduct and related supporting document in circumstances 
where the member has a valid basis under applicable professional standards to withhold the 
workproduct, even if all fees related to that specific workproduct have been paid. 
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Other Engagements 
The committee’s next step was to consider whether it is appropriate for a member to withhold his 
or her workproduct or related supporting documents if the member has outstanding fees from an 
entity related to his or her client or from the client itself for a separate workproduct. The 
committee concluded that each engagement should be considered separately unless there is a 
written agreement specifying otherwise.  
 
Other 
During its deliberations, the committee also decided that additional guidance addressing the 
timeliness of complying with clients’ requests for documents was needed. The committee 
concluded the member should comply with the client’s request as soon as practicable. In 
addition, the committee believed that an outer limit was necessary and selected 45 days. Because 
the committee could envision situations where in good faith the member may not be able to 
comply with the client’s request within 45 days, it decided to provide some flexibility to 
members by adding the phase “absent extenuating circumstances.”  
 
Except for the return of original client records, the committee concluded that the provisions of 
this Interpretation may be overridden by a written agreement between the member and his or her 
client.  
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PROPOSED REVISION TO INTERPRETATION 501-1 UNDER RULE 501  
Acts Discreditable 
[Text of Proposed Revision to Interpretation 501-1] 
[Added text is in boldface italics; deleted text is struck through.] 
 
.02 501-1 Retention of Client Requests for Records or Other Documents by Clients.  
Retention of client records after a demand is made for them is an act discreditable to the 
profession in violation of rule 501 [ET section 501.01]. The fact that the statutes of the state in 
which a member practices may grant the member a lien on certain records in his or her 
possession does not change this ethical standard. 
A client's records are any accounting or other records belonging to the client that were provided 
to the member by or on behalf of the client. If an engagement is terminated prior to completion, 
the member is required to return only client records.  
 
A member's workpapers—including, but not limited to, analyses and schedules prepared by the 
client at the request of the member—are the member's property, not client records, and need not 
be made available.  
 
In some instances a member's workpapers contain information that is not reflected in the client's 
books and records, with the result that the client's financial information is incomplete. This 
would include, for example, (1) adjusting, closing, combining or consolidating journal entries, 
(2) information normally contained in books of original entry and general ledgers or subsidiary 
ledgers, and (3) tax and depreciation carryforward information. In those instances when an 
engagement has been completed, such information should also be made available to the client 
upon request. The information should be provided in the medium in which it is requested, 
provided it exists in that medium. The member is not required to convert information that is not 
in electronic format to an electronic form. The member may require that all fees due the member, 
including the fees for the above services, be paid before such information is provided.  
 
Once the member has complied with the foregoing requirements, he or she need not comply with 
any subsequent requests to again provide such information.  
When a client makes a request for records or other documents in the member’s possession that 
have not previously been provided to the client, the member should comply with the following 
requirements. Once the member has complied with those requirements, he or she is under no 
ethical obligation to comply with any subsequent requests to again provide such information 
or copies of such information. In addition, the member may make and retain copies of any 
documents returned or provided to the client in accordance with this Interpretation.  
Original client records should be returned to the client upon request. Original client records 
are any accounting or other records, including reproductions, belonging to the client that were 
provided to the member by or on behalf of the client. 
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The specific requirements for provision of other records or documents requested by the client 
are as follows:1  
• Member’s workproducts that are not complete may be withheld. A member’s 
workproduct that is complete but that has not been issued may be withheld if there 
are fees due to the member for the specific workproduct.2 A member’s workproduct 
includes, but is not limited to, tax returns and written tax advice or opinions, and 
audit, review, compilation, business valuation, and consulting reports. A member’s 
workproduct also includes the client’s books and records and depreciation 
schedules, among others, that were prepared by the member. 
• Supporting documents related to a completed and issued workproduct should be 
provided to the client upon request. Supporting documents related to an incomplete 
workproduct may be withheld. Supporting documents related to a completed but 
unissued workproduct may be withheld if there are fees due to the member for the 
specific workproduct.1 Supporting documents are information not reflected in the 
client’s books and records that are otherwise not available to the client with the 
result that the client’s financial information is incomplete. This includes, but is not 
limited to, adjusting, closing, combining, or consolidating journal entries 
(including computations supporting such entries).  
• Member’s workpapers are the member’s property and need not be provided to the 
client. A member’s workpapers include, but are not limited to, audit programs, 
analytical review schedules, statistical sampling results, analyses, and schedules 
prepared by the client at the request of the member.  
 
The member may provide supporting information in any format usable by the client. The 
member is not required to convert information that is not in electronic format to electronic 
format. However, if the client requests the information in a specific format and the member 
has the information in that format, then the client’s request should be honored.  
 
Where the return or provision of records or other documents to the client is required, the 
member should comply with the client’s request as soon as practicable but, absent extenuating 
circumstances, no later than 45 days after the request is made.1 The fact that the statutes of 
the state in which the member practices grants the member a lien on certain records in his or 
her possession does not relieve the member of this obligation. In addition, certain states have 
laws and regulations that are more restrictive than the provisions of this Interpretation. 
 
                                                 
1Except for the requirement to return original client records, a member may override these requirements through 
a written agreement with the client. 
2 A member is not obligated to issue a completed workproduct or provide related supporting documents in 
circumstances where the member has a valid basis under applicable professional standards to withhold the 
workproduct, even if all fees related to that specific workproduct have been paid. 
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PROPOSED REVISION OF ETHICS RULING NO. 189 
UNDER RULE 501 
 
[Explanation] 
 
The Professional Ethics Executive Committee is proposing a revision to Ethics Ruling No. 189, 
“Requests for Client Records and Other Information,” of ET section 591, Ethics Rulings on Other 
Responsibilities and Practices (AICPA, Professional Standards, vol. 2, ET sec. 591.377-.378), to 
conform with the proposed revision to Interpretation 501-1 Retention of Client Requests for 
Records or Other Documents by Clients [AICPA, Professional Standards, vol. 2, ET sec. 
501.02].  
 
[Text of Proposed Revision of Ethics Ruling No. 189] 
 
[Added text is in boldface italics; deleted text is struck through.] 
 
189. Requests for Original Client Records and Other Information Supporting Documents  
.377 Question—Individuals associated with a client entity who are currently on opposing sides in 
an internal dispute have each issued separate requests calling for the member to supply them 
with original client records and/or supporting documents other information that, pursuant to 
interpretation 501-1 [ET section 501.02], is required to be provided in certain circumstances. 
What ethical obligations exist under interpretation 501-1 [ET section 501.02] with respect to 
complying with such requests? 
.378 Answer—In providing professional services to individuals, partnerships, or corporations, a 
member will often deal with an individual who has been designated or held out as the client's 
representative. Such a representative might include, for example, a general partner or a majority 
shareholder. A member will have satisfied his or her obligations under interpretation 501-1 [ET 
section 501.02] when all the original client records and/or supporting documents other 
information, as defined therein, have been supplied, where required, to the individual who has 
been previously designated or held out as the client's representative. The member need only 
supply such information once and need not comply with subsequent requests from the 
representative, or from other individuals associated with the client entity, to again provide this 
information. 
 
 
 
